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Goodrich Baron Goodyear L.L.P.
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. OATH OR AFFIRMATION
{. Erik Brechling Andersen . swear (or aftirm) that. to the best of
my kriowledge and belict the accompanying ﬂnnn_ciul statemenc and supporting ichedules pertaining to the ttrm of
. Brechling Andersen Securities
of December 31 2006

. B
; 3re true and correce, | Further swesr (or affirm) tha
neither the company 'nar any partner, proprietor, principal officer or director has any pmpnetnry interest in any accoung
classified solely as that of 2 customer, excupt as fallows:

N/A

Sole Proprietor

Title

See Attached
Notwary Public

This report ** contains (check all applicable boxes):

(2) Facing Page.

() Statemenc of Financial Condicion.

{c) Statement of [ncome (Loss).

(d} “Statement of Cash Flows.

(e} Scatement of Changes tn a{ockhotdcrs Equity or Partners’ or Sole Proprietors’ Capital.

(f) Staternent of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(hy Computation for Determination of Reserve Requirements Pursuant to Rule |3¢3-3.

(i) Information Refating to the Possession ar Control Requirements Under Rule t3c3-3.

(7 A Resonciliation. including appropriate explanation of the Computation of Net Capital Under Rule [5¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule [$c3-3.

(k} A Recoaciliation between the audited and unaudited Statements of Financial Condmon with respect o mcthnds of
consolidation.

() An Quth or Affirmation.

(m} A copy of the'SIPC Supplemental Report:

0§ 0 OEEO080Re

D (n} A reportdescribing any material inadequacies found ta existor found to have existed since the date ofthe pravious audic.

{(0) Independent Auditor’s Report on Internal Accounting Control
**“For zondizions of confidential treatment of certain portions of this filing, see secrion 240.17a-3(e)(3).
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State of California

County of Los Angeles. SS.

& See Attached Document {Notary to cross out lines 1-6 below)
C] See Statemnent Below (Lines 1-5 to be completed only by document signer{s], not Notary)

Signature of Docurnent Signer Mo. 1 Signature of Document Signer No. 2 {Ff any)

Subscribed and sworn to (or affirmed) before me on this

19th gayof _January ,_2007 py
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Month ‘ear
(1)_Erik Andersen, Sole Proprietor

Name of Signer

¥ Personally known to me
O Proved to me on the basis of satisfactory evidence
to be the person who appeared before me (.) (,)

nd
(2) N/A @

Name of Signer

00 Personally known to me

" ; San Diego County z O Proved to me on the basis of satisfactory evidence
2y MyCorrm.Btpiaumm,mli to be the person who appeared before me.) '
Z A ? . &m
ignature of Notary Public
Place Notary Seal Abova
OPTIONAL

Though the information below is not required by law, it may prove RIGHT THUMBPRINT RIGHT THUMBPRINT

valuable fo persons relying on the document and could prevent -

fraudulent removal and reattachment of this form to another document. Top of thumb hare Top of thumb here

Further Description of Any Attached Document

Title or Type of Document: N/ A

Cocument Date: Number of Pages:
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Independent Auditors' Report

Financial Statements:
Statement of Financial Condition
Statement of Income and Changes in Proprietor's Equity
Statement of Cash Flows
Notes to Financial Statemenis

Additional Information:
Zomputation of Net Capital Pursuant to Rule 15¢3-1
Computation for Determination of Reserve
Requirements Pursuant to Rule 15¢3-3
Information Relating to Possession or Control
Requirements Pursuant to Rule 15¢3-3
Statements of Internal Accounting Control

:
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SOQODRICH « BARON « GOODYEAR LLP
i"ertified Public Accountants

INDEPENDENT AUDITORS' REPORT

Brechling Andersen Securities
(A Proprietorship)
Los Angeles, Califomia

We have audited the accompanying statement of financial condition of Brechling
Andersen Securities (a proprietorship) as of December 31, 2006, and the related statements of
income, changes in proprietor's equity, and cash flows for the year then ended that you are filing
pursuant to Rule 17a-5 under the Securities Exchange Act of 1934. These financial statements are
the responsibility of the Firm's management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management as well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Brechling Andersen Securities (a proprietorship) as of December
31, 2006, and the results of its operations and its cash flows for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

Our audit was made for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained on pages 7-9 is presented for the purpose
of additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by Rule 17a-5 of the Securities and Exchange Commission.
Such information has been subjected to the auditing procedures applied in the audit of financial
statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

Long Beach, California |
January 19, 2007




BRECHLING ANDERSEN SECURITIES
(A Proprietorship)
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2006

Cash
Marketable securities, at market value

Total assets

Liabilities
Proprietor's equity

Total liabilities
and proprietor's equity

$ 11,773
£1,580
$ 23353

$ 13,353

The accompanying notes are an integral part of these financial statements.

2



BRECHLING ANDERSEN SECURITIES
(A Proprietorship)
STATEMENT OF INCOME (LOSS) AND CHANGES IN PROPRIETOR'S EQUITY

YEAR ENDED DECEMBER 31, 2006

Revenues:
Mutual fund, including
{rail commissions $ 635
Quarterly mutual fund 12B-1 fees 3,459
Interest —169
Total revenues 4,263
Expenses:
Fent $ 7,145
SIPC assessment 150
Other dues and fees 961 _
Telephone 239
Professional fees 15,090
Unrealized loss on securities _8.780
Total expenses 32.365
Net loss (28,102)
Proprietor's equity, beginning of period 92,455
Capital contributions 9,000
Proprietor's equity, end of period $ 73353

The accompanying notes are an integral part of these financial statements.
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BRECHLING ANDERSEN SECURITIES
(A Proprietorship)
STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2006

Cash flows from operating activities:
Net loss $ (28,102}
Adjustments to reconcile net income to
net cash used by operations:

Unrealized loss on securities $ _8.780
Total adjustments —B.780
Net cash used by operating activities (19,322)

Cash flows from investing activities -

Cash flows from financing activities:

Proprietor's capital contributions 9,000
Net cash provided by financing activities —.9,000
Net decrease in cash (10,322)
Cash at beginning of period _ 22,095
Cash at end of period $ 11773

The accompanying notes are an integral part of these financial statements.
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BRECHLING ANDERSEN SECURITIES

(A Proprietorship)
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2006

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business

Brechling Andersen Securities is a proprietorship and registered as a broker/dealer maintaining
its only office in Los Angeles, California. The Firm is subject to a minimum net capital
requirement of $5,000 pursuant to SEC Rule 15¢3-1. The Firm operates pursuant to the (k)(1)
exemptive provision of SEC Rule 15¢3-3 and does not hold customer funds or securities. The
Firm's business consists solely of mutual funds generated from customers located in Southem
California.

Methoed of Accounting
The Firm rmaintains its records on the accrual basis of accounting.
Income Taxes

The proprietorship itself is not a taxpaying entity for purposes of federal and state income taxes.
Such taxes of the proprietor are computed on his total income from all sources and, accordingly,
no provision for income taxes is made in these statements.

SIPC

The SIPC assessment has been determined fairly in accordance with applicable instructions and
was remitted timely.

Cash Equivalents

For purposes of the statement of cash flows, the Firm considers all highly liquid debt instruments
purchased with a maturity of three months or less to be cash equivalents.

Marketable S it

The Firm's securities investments that are bought and held principally for selling them in the near
term are classified as trading securities. Trading securities are recorded at fair value on the
“Statement of Financial Condition” and the change in fair value during the period is included in
net income.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.



BRECHLING ANDERSEN SECURITIES
(A Proprietorship)
NOTES TO FINANCIAL STATEMENTS, CONTINUED

DECEMBER 31, 2006

2) MARKETABILE SECURITIES

Investment in securities at December 31, 2006, consists of trading securities comprised solely of
common stock with a fair vatue of $61,580 and an original cost of $26,000.

(1) RENTAL OF FACILITIES

The Firm occupies space under a month-to-month agreement. Total rent for 2006 amounted to
$7,145.

{£) NET CAPITAL

The Firm is subject to a $5,000 minimum capital requirement pursuant to SEC Rule 15¢3-1,
which requires that the ratio of aggregate indebtedness to net capital shall not exceed 15 to 1.
Net capital and the related net capital ratio fluctuate on a daily basis; however, as of December
31, 2006, the net capital was $57,188, which exceeded minimum net capital by $52,188. The
aggregate indebtedness to net capital ratio was not applicable because there was no aggregate
indebtedness at that date.
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BRECHLING ANDERSEN SECURITIES
(A Proprietorship)
COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1

DECEMBER 31, 2006

Total equity from statement
of financial condition $ 73,353

Less non-allowable assets -

Net capital before haircuts 73,353
Haircuts:
15% haircut on NASDAQ stock (NDAQ) $ (9,237)
Undue concentration —(6,928)
Total haircuts {(16,165)
Net capital $ 57188
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum net capital required $ 5000
Net capital from above $ 57188
Excess net capital $ 52188
COMPUTATION OF RATIO OF AGGREGATE INDEBTEDNESS
Total liabilities $ e
Flatio of aggregate indebtedness to net capital ~N/A_
Percentage of debt to debt-equity total
computed in accordance with Rule 15¢3-1(d) N/A_

Net capital as reported in the unaudited Part IIA filing agrees with the audited net capital above.
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BRECHLING ANDERSEN SECURITIES
(A Proprietorship)
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
PURSUANT TO RULE 15¢3-3

DECEMBER 31, 2006

Not Applicable — The Firm is not required to prepare a Computation of Reserve Requirement
pursuant to Rule 15¢3-3 as it is a Proprietorship dealing solely in Mutual Funds transacted directly
with the Fund. The Firm does not receive or deliver customer funds or securities and is exempt
pursuant to Paragraph (k) (1) of the Rule.




BRECHLING ANDERSEN SECURITIES
(A Proprietorship)
INFORMATION RELATING TO THE POSSESSION
OR CONTROL REQUIREMENTS PURSUANT TO RULE 15¢3-3

DECEMBER 31, 2006

The Fimm is not subject to the requirements of Rule 15¢3-3 Customer Protection — reserves and
custody of securities with respect to physical possession or control as set forth in the rule as it does
not receive or hold funds or securities.
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ZQODRICH « BARON -« GOODYEAR LLP
Certified Public Accountants

Brechling Andersen Securities
(A Proprietorship)
Los 'Angeles, California

In planning and performing our audit of the financial statements of Brechling Andersen
Securities (the Company) as of and for the year ended December 31, 2006, in accordance with
auditing standards generally accepted in the United States of America, we considered the
Company’s internal control over financial reporting (internal control) as a basis for designing our
auditing procedures for the purpose of expressing our opinion on the financial statements, but not for
tha purpose of expressing an opinion on the effectiveness of the Company’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Company’s intemal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission
(SEC), we have made a study of the practices and procedures followed by the Company, including
consideration of control activities for safeguarding securities. This study included tests of such
practices and procedures that we considered relevant to the objectives stated in Rule 17a-5(g) in
making the periodic computation of aggregate indebtedness and net capital under Rule 17a-3(a)(11)
and for determining compliance with the exemptive provisions of Rule 15c3-3. Because the
Company does not carry securities accounts for customers or perform custodial functions relating to
customer securities, we did not review the practices and procedures followed by the Company in any
of the following:

1. Making quarterly securities examinations, counts, verifications, and
comparisons and recordation of differences required by Rule 17a-13

2. Complying with the requirements for prompt payment for securities under
Section 8 of Federal Reserve Regulation T of the Board of Governors of
the Federal Reserve System

The management of the Company is responsible for establishing and maintaining
intemal control and the practices and procedures referred to in the preceding paragraph. In fulfilling
this responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls and of the practices and procedures referred to in the
preceding paragraph, and to assess whether those practices and procedures can be expected to
achieve the SEC's above-menticned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable, but not absolute, assurance
that assets for which the Company has responsibility are safeguarded against loss from unauthorized
use or disposition, and that transactions are executed in accordance with management's
authorization and recorded properly to permit the preparation of financial statements in conformity
with generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.
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Because of inherent limitations in internal control and the practices and procedures
referred to above, errors or fraud may occur and not be detected. Also, projection of any evaluation
of them to future periods is subject to the risk that they may become inadequate because of changes
in conditions or that the effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent
or detect misstatements on a timely basis. A significant deficiency is a control deficiency, or
combination of control deficiencies, that adversely affects the entity’s ability to initiate, authorize,
record, process, or report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement of the entity’s financial
statements that is more than inconsequential will not be prevented or detected by the entity’s internal
control.

A material weakness is a significant deficiency, or combination of significant
deficiencies, that results in more than a remote likelihood that a material misstatement of the financial
statements will not be prevented or detected by the entity’s internal control.

Our consideration of internal control was for the limited purpose described in the first
and second paragraphs and would not necessarily identify all deficiencies in internal control that
might be material weaknesses. We did not identify any deficiencies in internal control and control
activities for safeguarding securities that we consider to be material weaknesses, as defined above.

We understand that practices and procedures that accomplish the objectives referred
to in the second paragraph of this report are considered by the SEC to be adequate for its purposes
in accordance with the Securities Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accomplish such objectives in all material respects indicate an
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company’s practices and procedures, as described in the second paragraph of this report, were
adequate at December 31, 2006, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors,
management, the SEC, and other regulatory agencies that rely on Rule 17a-5(g) under the Securities

Exchange Act of 1934, in their regulation of registered brokers and dealers, and is not intended to be
and should not be used by anyone other than these specified parties.

Ll C%WJ,%MM

Lceng Beach, Califomnia
January 19, 2007
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